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3 Main Points
• The “distressed places” problem is of two types, which require different solutions: Local
labor markets; Neighborhoods.
• The most cost-effective policies to help distressed places are not tax incentives, but
customized services: Customized services to businesses to create jobs in local labor
markets: customized services to neighborhood residents to improve job access.
• Significantly lowering the employment opportunity gap between distressed places and
booming places requires significant spending, but is affordable: less than 1% of federal
tax revenue, less than 3% of state tax revenue.

Size of distressed local labor market problem
• Local labor market definition: multi-county area that includes most commuting flows
(metro area, micro area, commuting zone).
• Prime-age employment rate definition: employment-to-population ratio for 25–54-yearolds.
• As of 2019, 10% of U.S. population lives in “severely distressed” local labor markets
with prime-age employment rate more than 10 percentage points below full employment.
• Another 30% lives in local labor markets that are between 5 percentage points and 10
percentage points below full employment.

Distressed local labor markets widely distributed across U.S.

Size of distressed neighborhood problem
• Proxy for “neighborhood” using Census tracts (average population of 4,000).
• 10% of U.S. population lives in Census tracts that are “severely relatively distressed”,
with prime-age employment rates more than 10 percentage points below their local labor
market.
• Another 10% of U.S. population lives in Census tracts that are “moderately relatively
distressed”, with employment rates between 10 and 5 percentage points below their
local labor market.
• In some cities much higher, e.g., 49% of Detroit’s population in Census tracts that are
severely relatively distressed.

Job creation in local labor market increases employment rates, & by
much more if local labor market is distressed. Plopping jobs in
neighborhood: neither necessary nor sufficient to help residents
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Customized business services are more cost-effective than business tax incentives
in creating jobs in local labor markets
Cost per job created
$296,000

BUSINESS TAX INCENTIVES

$97,000

INFRASTRUCTURE

CUSTOMIZED JOB TRAINING

$54,000

MANUFACTURING EXTENSION SERVICES

$50,000
$-

$50,000

$100,000

$150,000

$200,000

$250,000

$300,000

$350,000

Increasing job access for residents in distressed
neighborhoods: promising approaches

• Access narrowly defined: better transit or affordable & reliable used cars.
• Childcare
• Neighborhood employment hubs, with access to job availability information and job
training programs & other services.
• Employer Resource Networks (ERNs), with success coaches who provide casework
services for new hires to improve job retention.
• Discretionary subsidies for hiring & training nonemployed neighborhood residents,
with subsidies being highly selective & extensive wraparound services.
• Research suggests costs are $70,000 per extra job for neighborhood residents.

How much does it cost to help distressed places? Exact dollars vary widely with assumptions about
extent of targeting and ambitiousness of goals, but rough price tag is in tens of billions per year

• In recent report, I estimated $30 billion annually: $21 billion for distressed local labor
markets, $9 billion for distressed neighborhoods.
• This $30 billion would be sufficient to after 10 years, create 3.6 million jobs, & close onethird of gap between these places’ employment rates & full employment.
• Broad eligibility, but $ targeted. For LLM, 90% of population in eligible LLMs, but 70%
of funds go to bottom 40%. For nbhds, 25% of population in eligible nbhds, but 78%
of funds to bottom 10%.
• Per capita block grants to most LLMs are in range from $100 to $300 per capita.
Comparable to Tennessee Valley Authority (TVA) & Appalachian Regional Commission
(ARC). TVA was $329 per capita per year at peak for area with 5 million people, ARC
was $90 per capita per year at peak for area with 20 million people.
•.

Recent Chips and Science Act (CSA) included what is potentially the largest placebased policies in U.S. history, but still below full need ($150B over 5 years)
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Conclusion: Steps forward

• CSA Act: Regional hubs and Recompete need to be fully funded at $11B over 5 years, & successfully
administered & evaluated as proof of concept. Then expand to needed scale of $150B over 5 years, or
$30B/year. (<1% of federal taxes).
• State governments could afford to fully fund help for distressed places. $30B/year is less than 3% of state
taxes, & less than the $50B currently devoted to business tax incentives.
• Place policy should be reformed to: (1) reflect different solutions needed by distressed LLMs vs. nbhds; (2)
emphasize customized services over tax incentives.
• Policymakers, policy wonks, & public should recognize that different access to good jobs by place is
fundamentally unfair, & “people to jobs” policies are not a solution – out-migration does not help those
left behind, as jobs go down the same % as population.
• “Jobs to people” strategies to help residents of distressed places can not only promote greater equity, but
also increase national economic efficiency, by increasing sustainable national employment rate and
national employment level.

